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37.7 Affirmative election to purchase and 
acknowledgment of receipt of disclosures 
required. 

37.8 Safety and soundness requirement.

APPENDIX A TO PART 37—SHORT FORM DIS-
CLOSURES

APPENDIX B TO PART 37—LONG FORM DISCLO-
SURES

AUTHORITY: 12 U.S.C. 1 et seq., 24(Seventh), 
93a, 1818.

SOURCE: 67 FR 58976, Sept. 19, 2002, unless 
otherwise note.

EFFECTIVE DATE NOTE: At 67 FR 58976, 
Sept. 19, 2002, part 37 was added, effective 
June 16, 2003.

§ 37.1 Authority, purpose, and scope. 

(a) Authority. A national bank is au-
thorized to enter into debt cancellation 
contracts and debt suspension agree-
ments and charge a fee therefor, in 
connection with extensions of credit 
that it makes, pursuant to 12 U.S.C. 
24(Seventh). 

(b) Purpose. This part sets forth the 
standards that apply to debt cancella-
tion contracts and debt suspension 
agreements entered into by national 
banks. The purpose of these standards 
is to ensure that national banks offer 
and implement such contracts and 
agreements consistent with safe and 
sound banking practices, and subject to 
appropriate consumer protections. 

(c) Scope. This part applies to debt 
cancellation contracts and debt suspen-
sion agreements entered into by na-
tional banks in connection with exten-
sions of credit they make. National 
banks’ debt cancellation contracts and 
debt suspension agreements are gov-
erned by this part and applicable Fed-
eral law and regulations, and not by 
part 14 of this chapter or by State law.

§ 37.2 Definitions. 

For purposes of this part:
(a) Actuarial method means the meth-

od of allocating payments made on a 
debt between the amount financed and 
the finance charge pursuant to which a 
payment is applied first to the accumu-
lated finance charge and any remainder 
is subtracted from, or any deficiency is 
added to, the unpaid balance of the 
amount financed. 

(b) Bank means a national bank and 
a Federal branch or Federal agency of 

a foreign bank as those terms are de-
fined in part 28 of this chapter. 

(c) Closed-end credit means consumer 
credit other than open-end credit as de-
fined in this section. 

(d) Contract means a debt] cancella-
tion contract or a debt suspension 
agreement. 

(e) Customer means an individual who 
obtains an extension of credit from a 
bank primarily for personal, family or 
household purposes. 

(f) Debt cancellation contract means a 
loan term or contractual arrangement 
modifying loan terms under which a 
bank agrees to cancel all or part of a 
customer’s obligation to repay an ex-
tension of credit from that bank upon 
the occurrence of a specified event. The 
agreement may be separate from or a 
part of other loan documents. 

(g) Debt suspension agreement means a 
loan term or contractual arrangement 
modifying loan terms under which a 
bank agrees to suspend all or part of a 
customer’s obligation to repay an ex-
tension of credit from that bank upon 
the occurrence of a specified event. The 
agreement may be separate from or a 
part of other loan documents. The term 
debt suspension agreement does not in-
clude loan payment deferral arrange-
ments in which the triggering event is 
the borrower’s unilateral election to 
defer repayment, or the bank’s unilat-
eral decision to allow a deferral of re-
payment. 

(h) Open-end credit means consumer 
credit extended by a bank under a plan 
in which: 

(1) The bank reasonably con-
templates repeated transactions; 

(2) The bank may impose a finance 
charge from time to time on an out-
standing unpaid balance; and 

(3) The amount of credit that may be 
extended to the customer during the 
term of the plan (up to any limit set by 
the bank) is generally made available 
to the extent that any outstanding bal-
ance is repaid. 

(i) Residential mortgage loan means a 
loan secured by 1–4 family, residential 
real property.

§ 37.3 Prohibited practices. 
(a) Anti-tying. A national bank may 

not extend credit nor alter the terms 
or conditions of an extension of credit 
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